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1996 1879 
f(i) anv loss from such activitv 
for such taxable 
yest (determined after the 
ication of subsection 
(b over 
"(ii) anv net income or again for 
such taxable vear 
from all other ovassive activities 


after the 
ie lication of subsection (b 

shall be treated as a loss which is not from a 
passiv 
activit 
(2) EFFECTIVE DATE2The amendment made by 
aragraph 26 use 469 note. 

1) shall avvlv to taxable years beginning after 


December 31, 
86. 


MISCELLANEOUS AMENDMENTS TO FOREIGN PROVISIONS| 


). coo 
TREATIES 
amended 
bv addina at the end thereof the following new 
sentence: "For 
purposes_ of the preceding sentence, property 
shall not be 
treated as situated in the United States if such 
property is 
exempt from the tax imposed by this subchapter 
under anv 
treaty oblication of the United States 
2 TREATMENT OF CERTAIN INTEREST PAID TO RELATED 
PERSONI®& ; 
(A) Subparagraph (@) of section 163()(1) is 
amended 
lowe before the period at the end thereof the 
ollow- 
nds "(and clause (ii) of paragraph (2)(A) shall not 
apply 
for purposes of applying this subsection to the 
amount 
so treated 
(B) Subsection {§j) ofsection 163 is 
amende bv 
redesigmating paragraph (7) as paragraph (8) and by 
insert- 
ina_after naraaranbh (6) the following new Eperegraph, 
"(7 COORDINATION WITH PASS Eek 
RULES. his 
ee Sag! be applied before sections 
465 and 469 
(C) The amendments made by this paragraph shall 
26 USC 163 note. 
apvolv as if included in the amendments made by 
section 
7210(a) af tha Raveanie Racnanciliatinn Act af 10890 
(2) TREATMENT OF INTEREST ALLOCABLE TO EFFECTIVELY 
CONNECTED INCOME 


(A)IN GENERAL — 
(i) Subparaarabh (B) of scout 

884(f)(1) 

amended bv striking "to the ex nt" 

and all that follo 

down through "subparadaravh (A 

and inserting "to 


ATION UNIFIED ESTATE TAX CREDIT WITH 
ubparagraph (A) of section 2102(c)(3) is 


the extent that the _ allocable 
interest exceeds the 
i est described in subparagraph 


(ii) The second_ sentence’ of 
84(0(1) i 


section 884(f is 
amended bv _ striking "reasonablv 
expected" and all that 
follows down through the period at 
the end thereof 
sue inserting "reasonablv expected to 
allocable 

interestilll 
OW) Pe (2) of section 
884( amended 


to read as foliowes 
"(2) ALLOCABLE INTERESTIBor purposes of 


this subsection. 
the term fallocable interest® means anv 
interest which is alloca- 
a to income which is effectively connected 

treated as 
aftechively connected) with the conduct ofa 
trade business 


in the United States 


(B) EFFECTIVE _DATEUEne amendments 


by 26 use 884 note 


made 


subparagraph (A) shall take effect as if included 


in the 


